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2, an issue ceases to be an issue of
qualified 501(c)(3) bonds if the issuer or
a conduit borrower 501(c)(3) organiza-
tion takes a deliberate action, subse-
quent to the issue date, that causes the
issue to fail to comply with the re-
quirements of sections 141(e) and 145
(such as an action that results in rev-
ocation of exempt status of the 501(c)(3)
organization).

(b) Modification of private business
tests. In applying §§1.141-0 through
1.141-15 to section 145(a)—

(1) References to governmental per-
sons include 501(c)(3) organizations
with respect to their activities that do
not constitute unrelated trades or busi-
nesses under section 513(a);

(2) References to ‘10 percent’” and
“proceeds’ in the context of the pri-
vate business use test and the private
security or payment test mean ‘5 per-
cent’” and ‘‘net proceeds’’; and

(3) References to the private business
use test in §§1.141-2 and 1.141-12 include
the ownership test of section 145(a)(1).

(4) References to govermmental bonds
in §1.141-6 mean qualified 501(c)(3)
bonds.

(5) References to ownership by govern-
mental persons in §1.141-6 mean owner-
ship by governmental persons or
501(c)(3) organizations.

(c) Ezceptions—(1) Certain provisions
relating to govermmental programs. The
following provisions do not apply to
section 145: §1.141-2(d)(4) (relating to
the special rule for dispositions of per-
sonal property in the ordinary course
of an established governmental pro-
gram) and §1.141-2(d)(5b) (relating to the
special rule for general obligation bond
programs that finance a large number
of separate purposes).

(2) Costs of issuance. Sections 1.141-
3(g)(6) and 1.141-6(d) do not apply to the
extent costs of issuance are allocated
among the other purposes for which
the proceeds are used or to portions of
a project. For purposes of section
145(a)(2), costs of issuance are treated
as private business use.

(d) Issuance costs financed by prior
issue. Solely for purposes of applying
the private business use test to a re-
funding issue under §1.141-13, the use of
proceeds of the prior issue (or any ear-
lier issue in a series of refundings) to
pay issuance costs of the prior issue (or
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the earlier issue) is treated as a gov-
ernment use.

[T.D. 8712, 62 FR 2303, Jan. 16, 1997, as amend-
ed by T.D. 9234, 70 FR 75035, Dec. 19, 2005;
T.D. 9741, 80 FR 65646, Oct. 27, 2015]

§1.147-0 Table of contents.

This section lists the captioned para-
graphs contained in §§1.147-1 and 1.147-
2.

§1.147-1 Other requirements applicable to
certain private activity bonds.

(a) Overview.
(b) Scope.
(c) Effective dates.

§1.147-2 Remedial actions.
[T.D. 8712, 62 FR 2304, Jan. 16, 1997]

§1.147-1 Other requirements applica-
ble to certain private activity
bonds.

(a) Overview. Interest on a private ac-
tivity bond is not excludable from
gross income under section 103(a) un-
less the bond is a qualified bond. Under
section 147, certain requirements must
be met for a private activity bond to
qualify as a qualified bond.

(b) Scope. Sections 1.147-0 through
1.147-2 apply for purposes of the rules
in section 147 for qualified private ac-
tivity bonds that permit use of pro-
ceeds to acquire land for environ-
mental purposes (section 147(c)(3)), per-
mit use of proceeds for certain re-
habilitations (section 147(d) (2) and (3)),
prohibit use of proceeds to finance
skyboxes, airplanes, gambling estab-
lishments and similar facilities (sec-
tion 147(e)), and require public approval
(section 147(f)), but not for the rules
limiting use of proceeds to acquire land
or existing property under sections
147(c) (1) and (2), and (d)(1).

(c) Effective dates. For effective dates
of §§1.147-0 through 1.147-2, see §1.141-
16.

[T.D. 8712, 62 FR 2304, Jan. 16, 1997]

§1.147-2 Remedial actions.

The remedial action rules of §1.142-2
apply to the rules in section 147 for
qualified private activity bonds that
permit use of proceeds to acquire land
for environmental purposes (section
147(c)(3)), permit use of proceeds for
certain rehabilitations (section 147(d)
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(2) and (3)), prohibit use of proceeds to
finance skyboxes, airplanes, gambling
establishments and similar facilities
(section 147(e)), and require public ap-
proval (section 147(f)), for this purpose
treating those private activity bonds
subject to the rules under section 147
as exempt facility bonds and the quali-
fying purposes for those bonds as ex-
empt facilities.

[T.D. 8712, 62 FR 2304, Jan. 16, 1997]

§1.147(b)-1 Bond maturity limitation-
treatment of working capital.

Section 147(b) does not apply to pro-
ceeds of a private activity bond issue
used to finance working capital ex-
penditures.

[T.D. 8476, 58 FR 33515, June 18, 1993]

§1.147(f)-1 Public approval of private
activity bonds.

(a) In general. Interest on a private
activity bond is excludable from gross
income under section 103(a) only if the
bond meets the requirements for a
qualified bond as defined in section
141(e) and other applicable require-
ments provided in section 103. In order
to be a qualified bond as defined in sec-
tion 141(e), among other requirements,
a private activity bond must meet the
requirements of section 147(f). A pri-
vate activity bond meets the require-
ments of section 147(f) only if the bond
is publicly approved pursuant to para-
graph (b) of this section or the bond
qualifies for the exception for refund-
ing bonds in section 147(£)(2)(D).

(b) Public approval requirement—(1) In
general. Except as otherwise provided
in this section, a bond meets the re-
quirements of section 147(f) if, before
the issue date, the issue of which the
bond is a part receives issuer approval
and host approval (each a public ap-
proval) as defined in paragraphs (b)(2)
and (3) of this section in accordance
with the method and process set forth
in paragraphs (c¢c) through (f) of this
section.

(2) Issuer approval. Except as other-
wise provided in this section, issuer ap-
proval means an approval that meets
the requirements of this paragraph
(b)(2). Either the governmental unit
that issues the issue or the govern-
mental unit on behalf of which the
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issue is issued must approve the issue.
For this purpose, §1.103-1 applies to the
determination of whether an issuer
issues bonds on behalf of another gov-
ernmental unit. If an issuer issues
bonds on behalf of more than one gov-
ernmental unit (for example, in the
case of an authority that acts for two
counties), any one of those govern-
mental units may provide the issuer
approval.

(3) Host approval. Except as otherwise
provided in this section, host approval
means an approval that meets the re-
quirements of this paragraph (b)(3).
Each governmental unit the geographic
jurisdiction of which contains the site
of a project to be financed by the issue
must approve the issue. If, however,
the entire site of a project to be fi-
nanced by the issue is within the geo-
graphic jurisdiction of more than one
governmental unit within a State
(counting the State as a governmental
unit within such State), then any one
of those governmental units may pro-
vide host approval for the issue for
that project. For purposes of the host
approval, if a project to be financed by
the issue is located within the geo-
graphic jurisdiction of two or more
governmental units but not entirely
within any one of those governmental
units, each portion of the project that
is located entirely within the geo-
graphic jurisdiction of the respective
governmental units may be treated as
a separate project. The issuer approval
provided pursuant to paragraph (b)(2)
of this section may be treated as a host
approval if the governmental unit pro-
viding the issuer approval is also a gov-
ernmental unit eligible to provide the
host approval pursuant to this section.

(4) Special rule for host approval of air-
ports or high-speed intercity rail facilities.
Pursuant to a special rule in section
147(f)(3), if the proceeds of an issue are
to be used to finance a project that
consists of either facilities located at
an airport (within the meaning of sec-
tion 142(a)(1)) or high-speed intercity
rail facilities (within the meaning of
section 142(a)(11)) and the issuer of that
issue is the owner or operator of the
airport or high-speed intercity rail fa-
cilities, the issuer is the only govern-
mental unit that is required to provide
the host approval for that project.
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